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On July 27, Treasury Minister Thelmo Vargas told reporters that the government plans to implement
further public spending cuts in the second half of the year to meet terms of an International
Monetary Fund agreement. Cutbacks of about $11 million, he said, will affect investments in housing
and higher education, and by the Transportation Ministry in railway systems. The IMF agreement
finalized in April specifies a fiscal deficit equal to 0.5% of GDP per annum. Recent estimates by
government officials, based on performance during the first half of the year, indicate the deficit may
reach 1% of GDP. Officials assert that the major factor explaining "excess" public spending in the
January-June period was the April 22 earthquake. The government was forced to increase spending
to repair severely damaged roads, bridges, port facilities and other transportation and services
infrastructure. Since May 1990, the government has implemented substantial price hikes for public
services, foodstuffs, and fuels. Spending cuts have included the dismissal of 7,000 public employees.
The 1990 fiscal deficit was equal to over 5% of GDP. (Basic data from ACAN-EFE, 07/27/91)
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